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SENATE BILL No. 660

Introduced by Senator Wolk

February 27, 2009

An act to-amend-Section-1923-5-of -andte add Section 1923.1+e; to
the Civil Code, relating to reverse mortgages.

LEGISLATIVE COUNSEL’S DIGEST

SB 660, as amended, Wolk. Reverse mortgages.
Existing law defines and regulates reverse mortgage loans—and
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This bill would provide that a lender, broker, person, or entity that
recommends the purchase of a reverse mortgage in anticipation of
financial gain owes the prospective borrower a duty of honesty, good
faith, and fair dealing, as defined. This bill would provide that a person
or entity shall not attempt to avoid the application of these provisions,
as specified. i Hot i

Vote: majority. Appropriation: no. Fiscal committee: no.
State-mandated local program: no.

The people of the State of California do enact as follows:

1 SECTION 1. Section 1923.1 is added to the Civil Code, to read:
2 1923.1. (a) Any person or entity that recommends the purchase
3 of a reverse mortgage for compensation or in expectation of
4 compensation, paid directly or indirectly, owes the prospective
5 borrower a duty of honesty, good faith, and fair dealing.

6 (b) For purposes of this section, “the duty of honesty, good
7 faith, and fair dealing” shall mean and include an obligation to
8 not do any of the following:

9 (1) Make, or cause to be made, any false, deceptive, or
0 misleading statement, representation, or omission in connection
1 with a reverse mortgage.
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(2) Originate a reverse mortgage transaction or assess any fees
upon a prospective applicant by use of undue influence, as defined
in Section 1575.

(3) Originate a reverse mortgage transaction for a wrongful
purpose. A person or entity shall be deemed to have originated a
reverse mortgage transaction for a wrongful purpose if the person
or entity originated the reverse mortgage with respect to a
consumer and knew or should have known that the reverse
mortgage was likely to be harmful to the consumer.

(4) Originate a reverse mortgage transaction, or assess any fee
upon a prospective applicant, when the person or entity knows or
should know that the applicant lacks capacity pursuant to Section
812 of the Probate Code, or is of unsound mind, but not entirely
without understanding, pursuant to Section 39.

(5) Originate a reverse mortgage transaction when the person
or entity knows or should know that the reverse mortgage will be
used as a tool of financial abuse of an elder as defined in Section
15610.30 of the Welfare and Institutions Code.

(6) Offer, recommend, or provide a reverse mortgage that
violates any provision of Section 1923.2 or 1923.5.

(c) A person or entity shall not attempt to avoid the application
of this division by doing any of the following:

(1) Dividing any reverse mortgage transaction into separate
parts for the purpose and with the intent of evading the provisions
of this section, including, but not limited to, using the proceeds of
the reverse mortgage to fund an annuity, insurance, or investment
product within one year from origination of the reverse mortgage.

(2) Any other subterfuge.

(d) The duties set forth in this section shall not be construed to
limit or narrow any other duty of a lender, broker, person, or
entity, including, but not limited to, the duties set forth in Section
2923.1 and Division 1.9 (commencing with Section 4995) of the
Financial Code.
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